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Washington reports.....
A  newsletter for leaders of the accounting profession, covering (1) recent Federal developments affecting accountants 
(2) related action by committees of the American Institute of Certified Public Accountants and (3) other Federal 
developments of interest.
Dear S ir :  W ashington, May 27, 1966
HR 10, to  improve th e  self-em ployed re tire m e n t law (PL 87-792), has 
taken  a s te p  fo rw a rd .. .b u t th e  road ahead i s  rough. The s te p  forward?
House Ways and Means has j u s t  re p o rte d  a new HR 10, a f t e r  amending Rep.
Eugene Keogh’s (N.Y.) o r ig in a l  v e rs io n . Although th e  a c tu a l  b i l l  and re p o r t  
a re  n o t y e t a v a i la b le ,  we understand  th a t  th e  b i l l  would improve c u rre n t law 
by (1) removing the  50 p er cen t l im i ta t io n  on d e d u c tio n s , p e rm ittin g  a 
deduction  fo r  100 p er cen t o f a llow ab le  c o n tr ib u tio n s  and (2) changing the  
d e f in i t io n  o f "earned  in c o m e " ...a  change p a r t i c u la r ly  h e lp fu l to  sm all 
businessm en and fa rm ers . The c e i l in g  on th e  amount o f th e  a llow ab le  
c o n tr ib u tio n  was no t r a is e d .
A ccountants, in c lu d in g  s t a t e  s o c ie t i e s ,  should NOW urge House members 
from th e i r  a re a s  to  support th e  b i l l ,  as  re p o r te d , on House f lo o r .  While 
n o t id e a l ,  HR 10 w i l l  be th e  only  b i l l  rep o rte d  by Committee during  89th 
Congress on th i s  s u b je c t ,  and i t  would make d e f in i te  improvements in  the  
c u rre n t law. The House may a c t  q u ic k ly .
L a te r , th e  Senate w i l l  p re se n t a d i f f e r e n t  p ic tu r e . Sen. R u sse ll 
Long (L a .) ,  now Chairman of th e  Senate Finance Committee and Senate M ajo rity  
Whip, was once au th o r o f key amendments to  reduce th e  law to  i t s  c u rre n t 
form. He has o f te n  contended b i l l  b e n e f i ts  high-incom e groups; f a l l s  sh o r t 
o f m eeting need fo r  l e g i s l a t i o n  a f fe c t in g  a l l  pension  p la n s . On ano ther 
f r o n t ,  j u s t  b e fo re  Ways and Means re p o rte d  th e  new HR 10, T reasury  issu ed  a 
re p o r t  on 1964 experience  under c u rre n t law.
T re a su ry 's  re p o r t  on law co n c lu d es : (1) 38,000 people deducted 
26.3 m il l io n  d o l la r s  in  1964; (2) one per cen t o f acco u n tan ts  p a r t ic ip a te d ,  
and acco u n tan ts  ranked behind d o c to rs , law yers, businessm en and d e n t i s t s ;
(3) th e  h ig h e r th e  income, th e  more th e  p a r t i c ip a t io n ;  (4) "m edical groups" 
accounted fo r  n e a r ly  h a lf  o f p a r t i c ip a t io n ;  (5) th e  average deduction  was 
$687 and (6) about 20 per cen t o f re tu rn s  involved  employee coverage, w ith  
6,700 t o t a l  employees covered .
The l a t e r  Senate problem should n o t d iv e r t  su p p o rte rs  of HR 10 from 
immediate e f f o r t s  w ith  House members. The American T h r i f t  Assembly 
(c o o rd in a tin g  group o f which th e  American I n s t i t u t e  i s  a member) u rges 
immediate House support from a l l  member groups. B i l l  must p ro g ress  
s te p -b y -s te p .
Independent a u d its  of f e d e ra l ly  in su red  banks, a t  some p o in t in  the  
fu tu r e ,  co n tinue  to  i n t e r e s t  C ongress. The c u rre n t Congress saw (1) issuance  
of a survey of bank a u d its  by a House Banking and Currency Subcommittee, 
showing th a t  on ly  10 p er cen t of f e d e ra l ly  in su red  banks a re  ever au d ited  
(The Jo u rn a l of Accountancy, May, pages 16-18); (2) in tro d u c tio n  of Senate 
and House b i l l s  to  re q u ire  such a u d its  and (3) Senate Report 1103, under 
Sen. John L. M cC lellan’s (A rk.) sp o n so rsh ip , in c lu d in g  a p ro p o sa l fo r  
independent a u d its  o f f e d e ra l ly  in su red  banks.
Accounting and le g a l  d is c ip l in a r y  bod ies w i l l  c a r ry  heavy co n tin u in g  
r e s p o n s i b i l i t i e s , a f t e r  passage o f S. 1758 in to  law (PL 89-332), p ro v id in g  
"au tom atic  adm ission” of c e r t i f i e d  p u b lic  acco u n tan ts  and law yers to  T reasury  
p r a c t ic e ,  and T reasury  G eneral Counsel Fred B. Sm ith, in  p a r t  of a r e la te d  
s ta tem e n t, r e c e n tly  to ld  Congress: "The presum ption i s  th a t  th e  a p p ro p r ia te  
p ro fe s s io n a l o rg a n iz a tio n  w i l l  d is c ip l in e  i t s  unworthy members and thereby  
p ro te c t  th e  g en e ra l p u b l ic ."  T reasury  r e g u la t io n s ,  s u b je c t to  June h e a r in g s , 
r e ta in  r ig h t  o f a c tio n  on c o n v ic tio n s  in v o lv in g  c rim in a l o ffen se  under Revenue 
law s. Moral tu rp i tu d e  crim es would no t t r i g g e r  T reasury  a c tio n  under 
p ro p o sa ls .
American I n s t i t u t e  committee components, a s s i s t in g  s p e c i f ic  fe d e ra l  
a g en c ie s , co n tin u e  to  grow in  number. Components of s e n io r  committee on 
r e la t io n s  w ith  th e  F ed era l Government, a ss ig n ed  to  s e p a ra te  F ed era l ag en c ie s , 
now number 14. The Jo u rn a l o f A ccountancy, A p r i l ,  pages 22-24, d e sc r ib e s  
s t r u c tu r e  and l i s t s  a g en c ie s . The se n io r  committee met w ith  a l l  components 
on March 17.
Recent tre n d s  in c lu d e : (1) new uses  of independent acco u n tan ts  in  
" s o c ia l  w e lfa re"  program s, such as a u d it  and com pliance work (p ro p r ie ty  of 
work i s  c lo s e ly  watched) on Head S ta r t  g ra n ts ,  under th e  O ffice  o f Economic 
O pportun ity ; (2) a d d i t io n a l  uses of independent a u d ito rs  in  " t r a d i t io n a l"  
a re a s ,  e . g . ,  d e c is io n  o f F edera l Home Loan Bank Board to  re q u ire  each in su red  
sav ings and loan  a s s o c ia t io n  to  subm it an annual a u d it  by a c e r t i f i e d  o r 
lic e n se d  p u b lic  a cc o u n ta n t, o r by a q u a l i f ie d  in te r n a l  a u d i to r ,  in  1968, and 
(3) e f f o r t s ,  in c lu d in g  testim ony  on such m a tte rs  as C ongressional 
R eo rg an iza tio n , to  a s s i s t  c e n tr a l  F ed era l f in a n c ia l  c o n tro l .
Components r e g u la r ly  secu re  te c h n ic a l  adv ice  and guidance from 
re le v a n t American I n s t i t u t e  te c h n ic a l  a r e a s .  New a u d it  programs a re  
announced in  American I n s t i t u t e  p u b l ic a t io n s .  Program s, such as th o se  
in v o lv in g  a c c e le ra te d  p u b lic  works a u th o r i t i e s ,  r u r a l  e l e c t r i f i c a t i o n  
borrow ers, sm all b u s in ess  investm ent companies and OEO g ra n te e s , r e s u l t  
in  engagements a t  th e  community le v e l  fo r  firm s of a l l  s i z e s .  Far more 
s ig n i f i c a n t ly ,  substandard  perform ance has been r a r e ,  and independent 
a u d ito rs  have c o n tr ib u te d  s ig n i f ic a n t ly  to  F ed e ra l f in a n c ia l  c o n tro l  over 
th e se  program s. Agency co n fid en ces , a f f e c t in g  many o f th e se  committee and 
component a c t i v i t i e s ,  tend  to  obscure th e  r o le  of many d ed ica ted  American 
I n s t i t u t e  members. Growth of such F ed era l committee a c t i v i t y  has been 
ra p id , and i s  a c c e le r a t in g .
W elfare and pension  l e g i s l a t i o n  i s  n o t l ik e ly  to  pass  du rin g  th e  89th 
C ongress, which may go home by Labor Day. Looking to  th e  90th C ongress, 
however, Sen. Jacob K. J a v i t s  (N.Y.) and S e c re ta ry  o f Labor W. W illa rd  W irtz 
r e c e n tly  c i te d  p o s s ib le  extended uses of p u b lic  acco u n tan ts  to  a J o in t  
Economic Committee p a n e l. E v en tu a lly , broad added F ed era l l e g i s l a t i o n  w i l l  
a f f e c t  w e lfa re  and pension  p la n s .
The R ussian and U. S. Governments have again  signed  an agreement fo r  
a fu tu re  exchange of accounting  m iss io n s . Plagued by u n re la te d  in te r n a t io n a l  
in c id e n ts ,  in te r n a t io n a l  red  tape  and problems of tim in g , th e  exchange has 
been an o n -ag a in , o f f -a g a in  v e n tu re . H opefu lly , i t  w i l l  come o ff  du ring  the  
p re se n t agreem ent, covering  1966 through 1967.
P u b lic a tio n s  of i n t e r e s t : (1) ’’P ro v is io n s  in  CPA Laws & R eg u la tio n s ,"  
p repared  by U. S. Army A udit Agency in  co o p era tio n  w ith  AICPA; a v a ila b le  
from Government P r in t in g  O ffic e , W ashington, D. C. 20402; (2) "F in a n c ia l 
Recordkeeping fo r  Small S to re s ,"  p u b lished  by th e  Small B usiness A d m in is tra tio n , 
a v a ila b le  from th e  Government P r in t in g  O ffice  fo r  50¢ ; (3) "A udits of Banks 
by P u b lic  A ccoun tan ts ,"  a v a ila b le  a t  no c o s t from th e  House Committee on 
Banking and Currency, 2130 Rayburn House O ffice  B u ild in g , W ashington, D. C .;
(4) "Encyclopedia of F ed era l B e n e f i ts ,"  W illiam  H. Wise and C o., I n c . ,
Union C ity , New J e r s e y , $9.95; (5) " F in a n c ia l Management Handbook fo r 
A sso c ia tio n s ,"  U. S. Chamber o f Commerce, 1615 H S t r e e t ,  N.W., W ashington, D .C ., 
20006, $2.00 to  members, $3.00 to  non-members; (6) "O ccupational Outlook 
Handbook," Department of Labor, s e c tio n  on acco u n tan ts  a v a ila b le  s e p a ra te ly , 
as B u lle t in  No. 1450-1, from Government P r in t in g  O ffice  a t  5¢ each.
Some 80 Small B usiness A d m in is tra tio n  f i e ld  o f f ic e s  now have American 
I n s t i t u t e  membership d i r e c t o r i e s , su p p lied  a t  th e  agency’s re q u e s t . M u ltip le  
copy re q u e s ts  were a lso  rece iv ed  from many of th e  o th e r  35 F ed era l agenc ies  
working c lo se ly  w ith  th e  accoun ting  p ro fe s s io n . Each was su p p lied  w ith  
c o p ie s , and q u eried  as to  needs.
F ed era l programs in v o lv in g  p o s s ib le  a d d it io n a l  uses of a c c o u n ta n ts , 
e i th e r  by sh eer magnitude of the  program or by p o s s ib le  ex ten s io n  of u se , 
in c lu d e  the  M edicare program under the  S o c ia l S e c u rity  A d m in is tra tio n  and 
unannounced programs under c o n s id e ra tio n  by th e  Department of A g ric u ltu re , 
th e  Department of Labor, th e  O ffice  of Economic O pportun ity  and by o th e r 
a g e n c ie s .
F ed era l programs in v o lv in g  re c e n t new or expanded uses of independent 
a u d ito rs  in c lu d e : (1) contem plated o p tio n , in  1968, of use of such a u d i to r s ,  
fo r  th o se  f e d e ra l ly  in su red  sav ings and loan  a s s o c ia t io n s  now d i r e c t ly  
examined by FHLBB; (2) Housing and Urban Development s tim u lu s  of use of 
independent a u d ito rs  fo r  c o s t c e r t i f i c a t i o n s  in  a land  development program 
and in  a b a s ic  w ater and sewer f a c i l i t i e s  g ran t program and (3) A g ric u ltu re  
Department requ irem en ts  a f f e c t in g  is o la te d  p ro d u c tio n  and m arketing  c o o p era tiv e s  
and c e r ta in  g ra in  and c o tto n  s to ra g e  w arehouses.
C om ptro ller G eneral Elmer E. S ta a ts  met on A p ril 13 w ith  American 
I n s t i t u t e  committee and s t a f f  r e p r e s e n ta t iv e s , as p a r t  of a p a t te r n  of 
co n tin u in g  m eetings w ith  key o f f i c i a l s  of c e n tr a l  F ed e ra l ag enc ies  to  
ex p lo re  means by which th e  American I n s t i t u t e  can be o f maximum a s s is ta n c e  
to  such a g en c ie s . F u rth e r m eetings w i l l  be schedu led .
F edera l appointm ents and prom otions o f i n t e r e s t : To the  O ffice  of 
Economic O p p o rtu n ity ’s B usiness L eadersh ip  Advisory C ouncil, American I n s t i t u t e  
member Donald C. Cook, P re s id e n t ,  American E le c t r ic  Power C o., and G erald L. 
P h i l l ip p e ,  Chairman of th e  Board, G eneral E le c t r ic  Co. . . .T o  A ss is ta n t D ire c to r 
of GAO’s Defense A ccounting and A uditing  D iv is io n , American I n s t i t u t e  member 
F e lix  A sby ...T o  C hief Examiner of th e  Farm C red it A d m in is tra tio n , American 
I n s t i t u t e  member Kenneth J .  A uberger. . .To Small B usiness A d m in is tra to r ,
Mr. Bernard B o u tin ...T o  Deputy D ire c to r of the  O ffice  of Economic O pportun ity ,
Mr. B ertrand  M. H arding.
More than  150 u se rs  of Tennessee V alley  A u th o rity  power a re  independently  
au d ited  by c e r t i f i e d  p u b lic  acco u n tan ts , under TVA req u irem en ts , accord ing  to  
th a t  agency’s l a t e s t  annual r e p o r t .
Proposed M edicare c o s t reim bursem ent r e g u la t io n s , a f f e c t in g  care  
"p ro v id e rs” such as h o s p i ta l s ,  have been issu ed  in  "news re le a s e "  form, and 
a re  soon expected  to  appear in  the  F edera l R e g is te r . Based on a newsman’s 
copy, th e  June "Washington Background" column of The Jo u rn a l of Accountancy 
w i l l  co n ta in  a b r ie f  d ig e s t  of th e se  re g u la t io n s ,  which w i l l  re p o rte d ly  be 
p resen ted  in  proposed form, su b je c t to  comment, and a lso  su b je c t to  comprehensive 
review  in  a y e a r . R egu lations a f f e c t in g  " in te rm e d ia r ie s ,"  such as Blue C ross, 
have no t y e t been w r i t te n .
I n te r e s t in g  s t a t i s t i c s  from Department o f Labor in c lu d e  re p o r t  th a t ,  
under s ta tu to r y  requirem ent th a t  independent a u d it must be made b e fo re  
S e c re ta ry  o f Labor can launch f u r th e r  in v e s t ig a t io n  of c e r ta in  w e lfa re  and 
pension  abuses, about 50 such a u d its  were made l a s t  y e a r ...U n d e r  Labor-Management 
D isc lo su re  A ct, some 68 embezzlement cases  were pursued under law which re s u lte d  
in  53,000 la b o r o rg a n iz a tio n  f i l i n g s  l a s t  y e a r .
R egulatory  l e g i s l a t i o n  a f fe c t in g  D is t r i c t  o f Columbia c e r t i f i e d  p u b lic  
acco u n tan ts  (HR 13558) has now passed th e  House, and aw aits  Senate a c tio n .
F edera l Power Commissioner Lawrence J .  O’Connor, J r . ,  CPA, waxed 
sh arp ly  c r i t i c a l  o f th e  accounting  p ro fe ss io n  in  a re c en t a d d re ss . Contended 
Mr. O’Connor, in  p a r t  of an ex ten s iv e  ad d re ss : " I t  i s  d i f f i c u l t  to  e s tim a te  
th e  e x te n t to  which a h ig h e r degree of u n ifo rm ity  and a p p ro p ria te  n a tio n a l 
re p o r tin g  s tan d a rd s  have no t been achieved o r th e  e x te n t to  which e ro s io n  
has occurred  due to  communication d i f f i c u l t i e s  and o v e rs ig h t of th e  need fo r  
a more c o n s is te n t  c o o p e ra tiv e  e f f o r t  to  m ain ta in  a h ig h e r n a t io n a l  s ta n d a rd ."
The M ulter b i l l  (HR 10529), to  re g u la te  computer and o th e r s e rv ic e s  
o f c e r ta in  banks, has been heard by a subcomm ittee of the  House Banking and 
Currency Committee, bu t no a c tio n  has been tak en . In  view of re p o rted  
tim ing  fo r  C ongressional adjournm ent, and th e  f a c t  th a t  no Senate h earin g s  
have been h e ld , passage would seem very  d i f f i c u l t .
S ta te  so c ie ty  l ia i s o n  w ith  re g io n a l and f i e ld  o f f ic e s  o f F edera l 
a g e n c ie s , such as th e  Small B usiness A d m in is tra tio n  and th e  In te rn a l  Revenue 
S e rv ic e , can be o f much advantage to  everyone concerned. Speakers and f i lm s , 
covering  s ig n i f ic a n t  F edera l programs in  which acco u n tan ts  a re  in v o lv ed , can 
help  th e  program chairm an. S im ila r ly , com m ittees on r e la t io n s  w ith  s t a t e  
governments a re  o f te n  u s e fu l in  a s s i s t in g  F ed era l program s, as F edera l 
g ra n t- in - a id  programs fre q u e n tly  r e ly  on s t a t e  governm ental e n t i t i e s  fo r  
f in a n c ia l  c o n tro l .
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